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INTRODUCTION 

Wobüler's New Millennium™ Diclionary of Lnglish defines "Virement" as “a ægulaled 
transfer or ro-allocation of money frorn onc account lo another, especially public 
funds 

A virement represenls a flexible mechanism to effect budgetary amondments wilhin 
a municpal fnancia/ year. 

Changîng circumstances and priorities during a fînancial period may give rise to a 
need to virement (transir) funds within or beiween approved Votes, as defined in fhe 
Municipal Finance Management Act 56 of 2003 (MFMA). The freafment Df such 
instances may, however, be dépendent on whether an adjuslments budget is 
required or not. 
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PURPOSE 
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2.3. 


2.4. 


2.5. 


The Chief Financial Ofïïcer has a statutory duty to ensure that adéquate policies and 
procedures are in place to ensure an effective system of financial control. A 
municipality's virement policy and its underlying administrative process within the 
system of délégations is one of these Controls. 

Section 81(1)(d) of the MFMA States inter alia that “The chief financial officer of a 
municlpality-. .. must advlse senior managers and other senior officiais in the exercise 
of powers and duties assigned to them In terms of section 78 or delegated to them in 
ferma of section 79;.. ." 

It is lhe responsibility of each Executive Dîrector of each Directorate to which funds 
are allocated, to plan and conduct assigned operations so as not to expend more 
funds than budgeted and to ensure that funds are utilised effectively and efficienfly. 

Section 78(1 )(b) of the MFMA States inter alla that "Each senior manager of a 
municipaiity and each official of a municipality exercising financial management 
responsibilities must take ail reasonable steps within their respective areas of 
responsibility to ensure-...(b) that the financial and other resources of the 
municipality are utilised effectively, efficiently, economlcally and transparently;..." 

This policy aims to provîde guidelines to senior management in the use of virements 
as a mechanism in their day-to-day management of their budgets. In addition it 
specifïcally aims to empower senior managers with an efficient financial - and 
budgetary system to ensure optimum service delivery within the current legislative 
framework of the MFMA and the municipality's system of délégations. 
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“Accounlinfj olficcr" 

1 lie municipal manager of a mumciprility is llie accounting officer 
of Ihn municipality in ferms 
of section 60 of lhe MFMA 

"Approved hudqel" 

means an annual budqet approved by a municipal council 

Dudget-ielated policy” 

mearis a policy of a municipality affecting or affected by lhe annual 
budget of the municipality 

"Capital Budget” 

This is the estimated amount for capital items in a givon fiscal 
period. Capital items are fixed 

assets such os facitities and equipment, the cost of which is 
normally wrilten off over a 
number of fiscal periods 

"Chief financial officer" 

means a person designated in terms of the MFMA wtio perforais 
such budgetlng, and ofher 

duties as may in terms of section 79 of the MFMA be delegated by 
the accounting officer fo 

the chief financial officer or his delegated assignee(s) or any 
person acting in such a positions 

"Capital Budget" 

This is the estimated amount for capital items in a given fiscal 
period. Capital items are fixed 

assets such as facilîties and equipment, the cost of which is 
normally written off over a 
number of fiscal periods 

“Council” 

means the council of a municipality referred to in section 18 of the 
Municipal 

Structures Act. 

"Financial year” 

means a 12-month yearending on 30 June. 

"Une Item 1 ' 

an appropriation that is itemized on a separate line in a budget 

adopted with the idea 

of greater contrai over expenditures 

"Ôperating Budget" 

the Municipality's financial plan, , which outlines proposed 
expenditures for the coming 

financial year and estimâtes the revenues used to finance them 

"Ring Fenced" 

an exclusive combination of line items grouped for spécifie 

purposes for instance salaries and 

wages. 

‘‘Service delivery and 
budget implémentation 
plan" 

means a detailed plan approved by the mayor of a municipality in 
terms of section 53(1) (c) 

(ii) for implementing lhe municipality’s delivery of municipal 
services and its annual budget. 

“Virement" 

is the process of transferring an approved budget allocation from 
one ôperating line item or 

capital project to another, with the approval of the relevant 
Manager, To enable budget 

managers to amend budgets in the light of expérience or to reflect 
anticipated changes. 
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'Vote’' 


means onc of lhe main segments into wbich a budget uf a 
municipnlily is divided for lhe appropriation of fonds for lhe 
différant Oirertomtes or GI : S classifications of lhe municipnlily; 
and which spécifiés lhe (olnl nmounl Ihnl is nppiopriulcd for Iht 
purpose::; or lhe Direclorales or GI S ctassificjt ons concerned 


4. MFMA REGULATION ON BUDGET VERSUS EXPENDITURE 


4.1 The MFMA regulales as follows regarding lhe incurring of expendilure against 
budgetary provisions. 

4. 1 1 Section 1 5 - Appropriation of funds for expendilure 

"A municipnlily may, except where otherwise provided in this Act, incur 
expendilure only- 

(a) in terms of an approved budget, and 

(b) wilhin the limits of the amounts appropriated for the different votes in an 
approved budget" 

4.1.2 Unaulhorised Expendilure (M f MA Définition) 

“in relation (o a municipaiity, means any expendilure incurred by a munîcipality 
otherwise than in accordance with section 15 or 11(3), and includes- 

(a) overspending of the total amount appropriated in the municipality's approved 
budget; 

(b) overspending of the total amount appropriated for a vote in the approved budget; 

(c) expendilure from a vole unrelated to the department or functional area covered by 
the vote; 

(d) expendilure of money appropriated for a spécifie purpose, otherwise than for lhat 
spécifie purpose; 

(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the définition of 
"allocation" otherwise than in accordance with any conditions of the allocation; or 

(0 a grant by the municipaiity otherwise than in accordance with this Act;" 

4.1.3 Overspending (MFMA Définition) 

"(a) in relation to the budget of a municipaiity, means causing the operational or 
capital expendilure incurred by lhe municipaiity during a financial year to exceed the 
total amount appropriais in that year's budget for its operational or capital 
expenditure, as the case may be; 
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(h) in rclnlinn lo ;i vole, menus cntising oxpundilurn unrier lhe vote to exceed the 
.'imnunl njipmpiulril foi IIkiI vole; or 

(c) in ii'lntion In nxpomhluro under section 26, menus enusing expendituro undor Huit 
section to r;xi:t‘i!d lhe linils nllowed in siibsoclion (5) of Ihnl scdîon;" 

4 I 4 Section /1(l)(fl){iii) siales inter nlin “(1) The accounling officer of a municipality must 
by no Inter llian 10 working dnys afler lhe end of oadi monlh submit to the mayor of 
llm municipalily and the relevant provincial treasury a statement in the prescribed 
format on lhe siale of the municipality's budget reflecting the following particulars for 
Ihnt monlli and for lhe financial yenr up lo lhe end of that manth:...(g) when 
neccssnry, an explanalion of- ..(iii) any remédiai or corrective sleps laken or lo be 
laiton (o onsure thaï projecled revenue and expenditure remain within (lie 
municipality's approved budget...." 


5. VIREMENT REQUIREMENTS 



5 1 The virement process repnesents lhe major mechanism to align and take corrective 
(financial / budgefary) action within a Directorate during a financial year. 

5 2 In order for a "vote" (Directorate) to transfer fimds from one cost element or capital 
Project to another cost element or capital project, a saving has to be identified within 
the monetary limitations of the approved "giving" cost element or capital project 
allocations on the respective budgets. 

5 3 Sufflcient, (non-committed) budgetary provision should be avaifable within the 
"giving" vote's cost element or project concerned to give effecl to the budgetary 
transfer (virement). In addition, the transferring function mustclearly indîcate to which 
cost element or capital project the budget provision will be Iransferred to and provide 
a clear motivation for the transfer. 

5.4 Any budgetary amendment of which the net impact will be a change to the total 
approved annual budget allocation and any other amendments not covered in this 
policy are to be considered for budgetary adoption via an adjustments budget (per 
MFMA Section 28). 

5.5 In terins of Section 17 of the MFMA a municipality's budget is divided into an 
operattng and capital budget and consequently no virements are permitted between 
Operating and Capital Budgets. 

5.6 Virements are not permlssible across, or between, votes. 

5.7 Virements between Tradmg- and Rate-funded fonctions are not allowed, due to the 
differing impacts on respective tarif?- or Rates-borne services' budgets, unless 
adopted via adjustment budgets (per MFMA Section 28). 

5.7 The virement between votes/departments w II only be performed by the Municipal 
Manager. 
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f hfe pol cy also givos (ht 1 Municipal Manager lhe power lo rinlegnfed powui s offorded 
l» him/hui in tenus nf 5.7 of (lus polie y 


j !» 


iMiuifbr nf funds bnlwci n Capilal and Opei.iting budget i:, prohibilud ami will uni 
under any circumslancns, bi> permilted 


6. OPERATING BUDGET VIREMENTS 


6 1 Virements are nol allowed lo utilise spécial purpose budgetary allocations, adopted 
by Couneil as such and fo which spécifie Council recommendations apply {e.g. 
budget strutegy for growth in repairs and maintenance provisions) and which resuit 
from spécifie résolutions adopted wlien adoptmg the budget, as virement sources. 

|) 6 ? Sotj nd motivations should be provided tor ail virements, as provided for on pro forma 

v, rement documentation. 

6.3 Spécifie virement limitations: 





n 


Q> 





n 

U 
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G.3.1 No virements are permilted between Primary and Secondary cost éléments. 

6.3.2 No virements are permilted to and from Grants and Subsidîes Paid, except if 

supported by Couno! decision for such transfer and as per the approved Granfs-in- 
Aid Policy. 

6.3.3 Salaries, Wages and Allowances Subjective Category: 

6. 3.3.1 Virements are allowed between cost éléments of - and only if these virements are 
within - this subjective category. 

6.3. 3.2 Virements to and from this subjective expenditure category are subject to the 
approval of the Director Finance 

6.3.4 Rémunération of Counciiiors 

6.3.4. 1 Virements within this category are allowed. 

6.3 . 4.2 No virements to and from this category are allowed. 

6.3.5 General Expenditure and Repairs and Maintenance (Primary) 

6.3.5. 1 Virements to and from cost éléments within these categories are allowed (Virements 
are allowed from General Expenditure to Repairs and Maintenance). 

6.3.5.2 The folfowing cost éléments categories are not to be used as sources of virements 
but virements are allowed within each category: 

« Fraining related expenditure 

* Bargaining Council provisions and sktlls development levies 
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- Insuinnœ Kihilotf provibions 

- Ponsionn .nid Conlinued Mombcrs 

• Rep.iir; l'intl Mninlcnnncp 

(i ,i 5 ;i No wirc'inonlf; rire allownd lo and Irom Ihc following cost olcinnnk; 01 pi ovulions 

• Cripjfnl ExpRiidiluru-rolfiInd eluntenls 

• Scrapping of Assois / Stock 

- VAT 

• Insurance Fund 


6 3.5.4 Rcpaiis and Maintenance (primary) viremenls are lo be processed via Iniernal 
Orclers 

G 3.5.5 Conlrac ed Services and Collection Costs 

• Virements to and firom these éléments are allowed. 

6.3 5.6 No virements will be permitted lo and from the following expenditure categories, 
unless such amendmenls are effected wilhin the cost element. 

■ Bulk Purchases 

■ Bad Debts 

• Interest Charges and Dépréciation 

• Indigent Relief and Income Forgone 

• Appropriation Accounts 

G. 3.5.7 Revenue 

• No virements will be approved on any Revenue element. Revenue 
provisions* amendmenls are to be adopted via an adjustments budget. 

G. 3.6 Secondary Operating Cost Eléments 

6.3.6. 1 Virements are allowed within the same cost éléments. The service requestor and 
service provider must both endorse such virements. 

6.3. 6.2 Internai Utilities and Bulk Internai Utilities virements are permissible, on condition that 
the respective Internai Utilities Revenue and Bulk Internai Utilités Revenue are 
amended simultaneously. 

6.3.6.3 Virements are only permitted within the same cost element in the following 
categories 

• Activity Based Recovenes 

• Internai Utilities 

• Bulk Internai Utilities 

6.3.G.4 Virements may not increase lhe total approved budget of that cost element. 

6.3.6. 5 Virements are not permissible in relation to Support Service Charges. 
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(j .1 (> {> No viiumnils which niali lo tu* in inn* ilcp^ilmi’nl; ! pu ininiii:. tu Inlt m.tl 
( •opiti >1 Cl irqi-:;, will Ij(* pi!inti(U*d 

li 11 l W. ntl Allocations Pi oji'cl: 

6-3.7 1 Ail conditions unUci "Opni.iling Umlgd Virements" si -c lion «ibove should bo 
mot, ns woll ns tho folfowing whon virumcnhng belweon ward allocation 
projecls 

6.3 7 I 1 Only virements botwr rn pxisiing projects approvod by Counr.il, wilhin lhe 
vaine subcouncil, and wilhin tho saine diroctorato wili be pormîltod. 

6.3. 7.1 .2 Virements wiil only be considered if approvod by tho relevant subcouncil 
(subcouncil résolution) and supporled by lhe projoct managers and finance 
managers of the projocls involved {annexure D). 

6.3 7 1 .3 Motivations for virements belween projecls should clearly state the reason For 
tho saving within lhe “giving* project, as wcll as the reason for the additionat 
amourit requlred. 


7. CAPITAL BUDGET VIREMENTS 

7.1 Only virements which relate to projecls approved as part of annual or 
adjustments budgets, will be permitted. 

7.2 No virements of which lhe affect will be to add “new" projects onto the Capital 
Budget, will be allowed. 

7.3 Virements may not cause an increase to îndividual projects’ total project cost. 

7.4 Virements must be between projects of similar fundîng sources (e.g. EFF, CRR). 

7.5 Implémentation of the project ffom which funds are viremented may not be 
prejudiced (Le. must not hinder completion of the project). 

7.6 Motivations for virements should clearly state the reason for the saving within 
the "giving" project, as well as the reason for the additîonal amount required. 

7.7 Secondary Capital Cost Eléments: 

7 .7 . 1 Virements are permissible only within the same cost éléments of different 
projects. 

7.7. 1.1 The service requestor and service provider must endorse such virements. 

7.7.2 Proposed secondary capital expenditure virements must be approved by the 
Director: Finance. 
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7 Q I Onty virununls b* Iwcen oxisliny projocls appioved by Council. wilhin llu 
cou'icil, and wilhin Ihn saine dircclornlo wilt lie pormilled. 

7 8?. Virements will only bo considered if lliey hâve beun proncrlv 'innmvnH i«, lh „ 
fte^Ss“„ , IiS nd SUPP ° r,ed ” y " ,e PrD " ,C ‘ mmmjerS and of 

7.8 3 Motivations for virements belwetn projecls should clearly stale the rocison for 
amcfunt required ^ P ' 0jeCt * 33 We " as the reason for Ille addilional 


8. PROCESS AND ACCO UNTABILITY 


8.1 


82 

8.3 


Accountability to ensure that virement application forms are completed in 
HiVoHnf 1“ w f h Counc 5 s Vlreme nt policy and are not in confiict with the 
directorate S S fa 6910 ° bjecl,ves manifes[s with the head of the relevant 

Completed virement documentation is tD be effected by the Director: Finance. 

Virements approved and processed will be reporled for information to the 
Executive Mayor on a quarterly basis. 


9. 


G 


DEVIATION FROM THE PROVISIONS OF THIS POLICY 

The Municipal Manager or hls/her delegated assigneefs). may . deviate from the 

p vision(s) of this policy. where there is an existence of bona Me organizational or 
operational requirements. or 

10. IMPLEMENTATION OF THIS POLICY 

TOe policy shall be intplemented after adoption by council and it will be applicable to 
Cederberg Mumcipality and ail its entities. H 

INTRODUCTIONCOUNCIL RESOLUTION AND ADOPTION OF POLICY 

The Cederberg Mun cpality council resolved on ..../ /2013 to adopt the Customer 

meSng redl ^ d6fat C ° ,,eclî ° n P ° ,ICy ln a proper,y c °nstituted council 


11. 
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Signed at . 


on this day of , 
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